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if the monopoly industry obeys the law of increasing returns,
the tendency is that less of the tax will be added than if it
obeys the law of diminishing returns; while in the case of
competition the tendency is the reverse.1 Since the existence
of the law of increasing returns is most favorable to the con-
tinuance of a monopoly, and since the great mass of so-called
economic monopolies have become such precisely because
they are subject to the law of increasing returns, the con-
clusion is warranted that in the ordinary cases of these
monopolies when a tax is imposed on gross product, even
though the monopolist shifts a part of the tax to the con-
sumer, he will shift less of the tax than he would have done
had he produced under conditions of competition.

The important point to be noticed, however, is that in the
case of the taxation of gross product the monopolist may,
and generally will, shift the tax to the consumer, even
though he shifts less of the tax than would be the case
if he were not a monopolist. We shall very soon see
that in the case of some other taxes there is, in respect
to the question of incidence, a sharp line of distinction be-
tween monopoly price and competitive price. Even in the
case of the tax on gross product, however, there are some
differences between the regime of monopoly and of competi-
tion. One of these differences is connected with the consid-
eration of the ratio of product to cost, which has just been
mentioned. Another is that, in the case of monopoly, while
the tax will ordinarily be shifted in whole or in part, it may
happen that no part of the tax will be shifted at all.2 Let

1 See above, pp. 203-210.

2 Professor Graziani, in his Istituzioni di Scienza delle JFinanzf, p. 335, sub-
stantially accepts, on this particular point, the argument in the text.   Professor
Edgeworth, who originally criticised the statement in the text in the Economic
Journal, vii, p. 227, made the same criticism of Professor Graziani's subsequent
acceptance of this position in a review of the latter Js work in the Economic
Journal^ vii, pp. 405, 406.   Professor Graziani came to the defence of his posi-
tion in a reply entitled Sulla Repercussione delle Imposte nei Casi di Monopolio,
published in the Studi Senesi, xiv, p. 5, and also separately (Turin, 1898).   A
rejoinder to this by Professor Edgeworth appeared in the Economic Journal, viii,
pp. 234-236.